Vision
5. Vision Coverage free for employees - §120,000

Additional Information: Previous quotes for employee paid coverage were as
follows:

Employee Only $5.98 per month
Employee plus one $11.96 per month
Employee plus family $20.04 per month

This information needs to be updated if the BOCC proceeds with optional
employee paid coverage.

Dental
6. Dental Coverage free for employees - $800,000

Additional information: Previous quotes for employee paid coverage were as
follows:

Cigna Delta Dental
Employee $31.08 per month $36.28 per month
Employee plus spouse $60.60 per month $62.76 per month
Employee plus family $101.12 per month  $96.73 per month

Employee plus child(ren) $69.92 per month $62.55 per month

This information needs to be updated if the BOCC proceeds with optional
employee paid coverage.

EAP

7. Employee Assistance Plan Coverage - §45,000

Pharmaceutical

8. a. Pharmaceutical Card with a $10/$50/8$70 copay - $475,000
b. Pharmaceutical Card with copay-$10 generic/50% brand-$475,000
c. Pharmaceutical Card with $10/320/835 copay - $950,000

**]talicized options are part of the current program**
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Dependent Subsidy

9. a. Subsidize Dependent Coverage by approximately 50% -

$800,000

Per Pay Day Rate* Monthly Rate
Spouse $203 $440
Each Child $67 $145
Family Cap $304 $659
b. Subsidize Dependent Coverage by approximately 75% -
$1,500,000

Per Pay Day Rate Monthly Rate
One Dependent $110 3238
Two or More 8130 5282

*A minimum rate of $110 per pay day for dependent coverage would apply.

Note: Currently, 498 out of 1668 active employees, retirees, COBRA, and surviving
spouses have dependent coverage.

Retiree Premium

10. a Retiree Coverage at a cost of $100 per month per retiree (only
those that currently qualify for free coverage) - $550,000 plus future
liability -

b. Retiree Coverage at a cost equal to the subsidy retirees receive
from the Florida Retirement System- $550,000 plus future liability

c. Offer free coverage to retirees per existing resolution, but limit free
coverage to the number of years served under Monroe County
Employment - $550,000 plus future liability

d Offer free coverage to retirees per existing resolution - $850,000
plus future liability.

Note: 270 out of 2,592 covered individuals are retirees.

*Changes in the group insurance program will reduce the County’s liability which is
currently estimated at $90 million.

**]talicized options are part of the current program**
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Other

11. Chiropractic, Acupuncture, and Massage Therapy covered consistent with
current plan document. - $75,000

**Ttalicized options are part of the current program**

* All of the above costs are estimated annual figures. If changes are made to the
existing insurance plan, many of these changes would be effective 1/1/04.
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Monroe County BOCC Active 1396 |Medical, Dental, Vision $720/mo zero 300/600{20% - OOP 2720
& Other Constitutionals Pharmaceutical, EAP : N 10/20/35 RX retail
Life 20/40 : 25150/87.50 RX mail
Dependents Med/Den/Vis/RX/IEAP $238/mo $282/mo zero|  300/600|same as above
Retiree 271|Med/Den/Vis/IRX/EAP In above number zero $238/mo $282/mo zero|  300/600|same as abave
Life 20,000
Monrae County School Board |Active 800|Medical/Prescription Only $461/mo for employee!  $130.24 zero zZero $750/1500]25% - OOP 10,750
|Life 10/10 $100/200|10/25/40 RX retail
= e 14/40/70 RX mail
; Dependents Medical/Prescription Only $101/mo for family $358.84/mo as above
*NOTE: Premiums pd only |Retirge 123|Med/RX¥/Life 2500 $2827 per calen yr. $750|25% - O0OP 3250
10 months *school board subsidizes
Dental monthly only If 10 yrs, of service $22.80 $40.80 $57.60 o
Vision monthiy : $5.98 $5.98 $5.98
City of Key West Active 460{Medical/RX $543.91 ER -100]$25 outpt. -COP1500
$15,000 Life - Emp, Only 15/30/45 RX retall
30/60/90 RX mail
Dependents Medical/RX $330.46-Childreni $445.27-spouse| $775.73- family
Retiree’ 26 |MedicaliRX <65-543.91 ]
>65-291.54
Dental - monthly $29.50 $37.95
Vision - monthly $5.74 $8.43
FKAA Active 250 |Medical, Dental, Vision $426.20 zero 100/300}10% - COP 1500
Pharmaceutical 10115 RXretail
Life 10/20 _|No RX mail in
Dependents Med/Den/Vis/RX subs. 1/3 $308.60 $472.50 10% -O0P 3000
Retiree <65 2|Med/Den/Vis/RX $425.20 10% - OCP 1500
_|retiree pays )
Keys Energy {CES) Active 52| MedicaliRX $560.51 zero ER $100/$25 out pt. -OOP 1500
Lifefann,salary next 1,000 1P $25010/20/35 RX retail
,,,,,,, 20/40/70 RXmail____
Dependents Medical/RX $269.48 children| $350.31 spouse| $619.80 family [ out of network then
Retireg 98 |Medical/RX <65 - $560.51; >65 - 256.30 there is a $500 deduct.
Dental - monthly $28.91 $42.80
No vision
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Five-Year Summary of Claims by Entity

Claims excludes pharmaceutical expense

L i Claims_ Participants; Claims Participants| Claims ;Participants| Claims Participants, Claims Participants| 5 year avg. |5 year avg.| Avg % of | Avg % of
gﬁié@ TEY 98 | FY98 | FYS9 FY 99 FYoo | FYO00 FY 01 FYO1 { FY02 ; FYO02 |Participants iClaims Participants ;Claims
Clerk of the Court | 5489291 189! 589,104 183] 327,698; 169| 628,732 171) 514,004 188 176] 521699 7% 7%
Property Appraiser . 326,076 79| 208,233 76| 252,411 64| 271,676 67 391,304 66 70/ 289940 3% 4%
Tax Collector | 204,088! 89| 194,046 76 219,530 86] 280,015 81, 399,734 91 85, 259483 3% 3%
Supervisor of Electior 33,879, 20/ 18,666 20| 73,135 21| 60,544 22 51,138 22 21] 47472 1% 1%
Sheriff 2,061,080 915/ 2,349,876 909| 2,712,621 919] 2,987,831 960/ 4,302,110 1004 941/ 2882704 37%; 38%|
Court Admin. - 4018010 57] 170,872 56| 73,2521 77 111,988 54. 105,497 58 601 112642 2% 1%
BOCC 12,518,310 891/ 1,892,743’ 852] 2,551,543 785! 2,654,980 775: 2,400,934 792 819 2403702 32% 32%
Mosquito Control | 127,384 76! 106,399 77 155,072 80l 187,144] 86 162,957, 95 83| 147971 3% 2%
TDC | 1,263 5 2,087, 4 1415 4 7220] 4 8616 7 5] 4120 0% 0%
Retirees . 355,939 218| 733,087 251] 908,149 298] 1,151,892/ 312! 1,015,924 325 281] 833018 11%| 11%
COBRA . 52,306} 6]  79,321] 8| 254,924 13] 67,788 6. 74,399 9 8| 105748 0%:; 1%

' 6,330,855! 2545 6,344,433 2512| 7,530,650 2516/ 8,409,910 2538’ 9,426,647 2637 2550] 7608499, 100%, _ 100%
[ ! : ! ; i ] .
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Health fram 1A

workers, who may no longer be
able to afford accelerating
out-ofpocket costs. Fewer employ-
ers may offer health insurance,
and the recently unemployed are
often teft without coverage.”
Consumer groups and [ e&:]oy—
ers have sporadically :
ports dou:lmenung' a rjsein drug
prices and insurance’prentivms:
But Monday's reporfa 1s~th&

ernment study that'py
data for all parts'of
industry,

spcndmg estimates mdy wel] mark
the end of an era of reasonably
affordable ‘health™%are "cost
growth,” said Katharine R Lavit,
chief author of the report. Levit is
director of the national health sta-
tistics group at the . depariment's
Center for Medicare and Medzca:d
Services.

The surge in. h&lth ms&pitt&
pressure on politicians to-respond,
but also makes them anxious

abeut the cost of expanding puBlic -

t, .

..rprograms or offeri

- ~-subsidies for the ptg'jc]:ﬁaseof insur-
_ance. President Bush and.:

" sional-Democrats Tave o

. val-proposals tmpm\tiﬂmheglth - care by doctors, hospitals and cor-

. sumers, and. a decision by Con-

. prescription dmgsfor the elderfy © gress 10 restore money cut from

_erease . in. the “heal

“Competition may force employers to shifta
larger share of rising costs fo workers, who may
.10 longer be.able to afford accelemtmg
out-of-pocket costs. Fewer employers may offer
health insurance, and the recently 1 unem ploved

are often left without coverage.”
— DEPARTMENT OF HEALTH AND.HUMAN SERVICES REPORT

}ar new
congres-

‘benefits to the ump}uyed

. The_nation spent an average of
$4,637 on health care for each per-

sonin the United Stales in 2000, up -
+ health spending.
and $2,966 in 1991. The numbers,

from $4,377 in 1999, $4,001 in 1997
were not adjusted for mﬂathyv

share of gross domesHic’ product in

the naa.rﬁm:re. Health care’em- "

ployment, prices and premivms all:

itrcreased last yea.r. she said,
The study identifies twe roain

. reasons for the surge in health
. spending: resistance to managed

Méedicare, the federal program for
the elderly and disabled, which
accounts for 17 percent of all

*Consumers increasingly

3'?»5‘5"W’i':.m:-o;-;e_ less .restrictive forms . of

ethang héaiti: ‘maittenance organiza
tionsﬁ’thereponsmd In addition; it
“ghserved, “the consclidation of
hogpxtals into- nerworks and

workérs hemus& hea&th benefits
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systems™has increased their bar-
gaining power, 50 they can extract
higher payments from HMOQOs and
other insurers.

National health spending rosc
$54.9.billion in 2000, and hospital
care and prescriptien drugs ac-
counted for 45 percent of the in-
Croase.

Spendmg on hospnta! CATE rOSe
by 819.9-hillion, or 5.1 percent, o
£312,1-bilion, while drug spending
grew S17.9-billion, or 17.3 percent,
to $121.8-bitlion.

The figures for hospitals were
significant because hospital spend-
ing had not risen more than 4
percent in any year since 1993
Outpatlent hospital revenue .is
growing twice as fast as. mpahent
revenue. Hospitals say they ‘need
the money to cover rising. labor
costs. Weekly wages paid to-work-

. ers in private hospitals rose 4.1
percent in 2000, up from 2.3 per-
cent in 1999, the report said.

Congress slowed the growth of
Medicare when it passed the Bal-
anced Budget Act of 1997. But an
allout lobbying mmpazgn by hos-
pitals and other healtlr care: provid-
ers persuaded 3awmakersﬂ:at the -

[T TN

cuts had begun to harm patients.
So Congress, in 1993 and 2000,
passed laws increasing paymcats
to providers.

“"Medicare hospital spending
made a comeback in 2004,
to thatin nursing homes and home
health agencies,” the report said.

The growth in prescription
drug spending slowed a bit from
1999 to 2000, but drugs were still
the fastest growing category of
health spending. Drug speading
increased 19.2 percent in 1999 and
17.3 percent in 2000, the sixth con-
secutive vear of double-digit
growth.

Total national spending on pre-
scription drugs doubled in the five
yearsfrom 1995 to 2000 and tripled
in: the decade from 1990 to 2000,
according to governmient data.

.. The report. cites several reas
sons.for the rapid increase, includ-
ing the effects of prescription drug
advertising, wider availability of in-
surance to cover drug costs, an
increase in the number of prescrip-

-tions written: by doctors and a shift

_greater use of new, higher-

‘ drugs; Some drigs’
- PECE: me can re-
: duce- health spending by reduung

s e

the need for hospital care, econo-
mists say, but thatis not true of ali
drugs.

Hospitals accounted for 31.7,
percent of all health spending in
2000, down from 42 percent in’

.1982. By coatrast, prescription

drugs accounted for 9.4 percent of
the total in 2000, double then‘
share in 1982, :

Highlights of the report mc'fud-
ed these findings:

» Private health i msurancc pre«;
miums increased 8.4 pérceat™in’
2000, to a total of $444-billion, after
rising less than 7 pement a year’
from 1996 to 1999. -

= Medicare spending op home
health care rose (.8 pércent in
2000, thefirst incréase't
years., Medacam
honie, care had declmcdﬁ'}”* bre,
than 35 percent from 1996 1519997
after growing for years aﬁ"ddﬁb_

13 Sperxdxng for nursmg’h
boupced back in 2000, after growth
slowed fr_om 1995 tor 1999.: Sﬁmd—’ X




Here’s to Your Health

he economic slowdown of last year demonstrated yet
again that the state and local government sector does
not floar above the private sector. That reality is rear-
ing its head now with health costs and the increasing
inahility to either contain them or at least finance them.

This is true not just for Medicaid and other public health pro-
grams but, more to the point, for employee insurance.

For states and Iocalities, the unhealthy numbers run this way:
There are some 15 million full-time state and local workers.
Their annual wages add up to about $600 billion. In addition,
they receive benefits, including health insurance, which alone
equals about 10 percent of wages. So the health costs to states
and localities are in the area of $60 billion. Since public employ-

egs, just as those in the private sector, usually contribute to
health insurance benehts, )?ﬁe entire sum spent on health mear

ance is more on the order of $100 billion. Thart cost is now
increasing by double digits and will continue to do so.

The growth comes on the heels of a period of relative calm.
One of the great—if temporary—victories in achieving low infla-
tion rates in the early 1990s was the containment of health care
costs. The key solution was the adoption of managed care—let-
ting insurance entities such as health maintenance organiza-
tions use their leverage to force down health-provider fees and
limir patient use of services. Bur after helping make drastic cuts
in health care expenditures from 1993 through 1997, the
approach ran into popular and political opposition. HMOs lost
much of their ability to check increases, and they are currently
operating on thin margins. .

Now, the cost of health services is rising again. In one sense,
it is part of a trend that reaches back néarly 20 years. To get an
idea of the relentlessness of the growth curve, the overall cost-of-
living index grew in the period from 1983 td 2001 by 75 per-
cent. For some things such as sHoes and clothing, prices grew by
only 15 to 20 percent. But medical-care prices grew by 177 per-
cent gverall, with drugs and hospitais moving up by a heart-stop-

’\50 M—“‘ﬂﬂ

%/”

. cause is the political difficulty of either doing something to halt

the trend or, if the rising cost is accepted, then planiing for the

higher bills to be paid.

Although a huge number of people are uninsured, the Amer-
ican approach is to leave the provision of medical services as
much as possible in the private sector and to subsidize it—even if
selectively, as with Medicaid and Medicare—from the public sec-
tor. Freedom of choice of service and freedom from having to pay
for it are the twin lodestones of popular demand.

But who will pay for those
demands? When health care
costs._first started to rise faster
than inflation in the late 1990s,
state and local governments
were in a strong fiscal position,
with salary levels int check. The

absorbed. Now, in a slower econ-
omy, things are different. Health
care insurance premiums rose at

' JOHN E. PETERSEN |

health care increases could be

aTate of mote than [0 percent in
2000, and by more than 17 per-
cent in Z00T. According to esti-

mates by health care providers,

premiums will rise by 12 to 15

ercent this year. For many governments, especially small ones,
E%e tise could run to 25 percent or more. In fact, you don't have to

be small to see big increases in premiums. CalPERS, the giant Cal-
ifornia pension fund, which has health care programs for 1.25 mil-
lion employees and retirees, is projecting a 25 percent increase in
premiums. How much those premiums will be divided between
the employer and employee will be a key question.

It is not a foregone conclusion that the nation’s preference
for health spending is a bad thing. People want health protection,
and there is economic evidence that it brings substantial benefits.

Either we take steps to halt the escalation
of health care costs or we make plans for

the higher bills to be paid.

ping 207 and 250 percent, respectively. Medical expenditures
now represent more than 13 percent of consumption spending,
and the share grows every year.

The causes for the most recent increases are manifold, ranging
from the aging of the popuiation to the rapid development of new
medical technologies and the increased use of drugs. But the root

T —

John E. Petersen can be reached at the School of Public Policy, George
Mason University; jep@gme.edu
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Public employees are well justified Int seeing
health care as a valuable benefit.

—Lhe difficulry is the monumental reluc-
tance to present the health bill to the public.
Costs are buried, and the subject is avoided.
The rapid disappearance of the federal sur-
plus, not to mention the budget woes of
states, amply demonstrates thar it is unwise to adopt policies
{(including multi-year tax cuts) based on a few good years as
opposed to long-term trends. As David Walker, the U.S. comp-
troller general, has pointed out, members of today's relatively
large workforce rust increase savings and thereby increase future
productivity. In future years, their ranks will diminish, while
those of dependents will increase. Hard decisions need to be
taken now to avert the future crises of a rapidly aging narion
that wanes good health but refuses to pay the bill. G

Governing.com
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A vicious spiral in healthcare costs
is stretching the affordability of health

COVER STORY: INSURANCE

insurance for many small employers.
Could it {eave Florida swimming in
a sea of uninsured workers?

No Coverage

Uninsyred rates in
magor counties

MIAMI-DADE 24.8%
ORANGE 15.2
PALM BEACH 15.1
BROWARD 14.8
HILLSBOROUGH 13.9
PINELLAS 1386
DUVAL 123

Source: Agency for Healthcare

Administration

Florida

Trend
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By Mark R. Howard

rian Klepper wears the mantle of
Chicken Little proudly. Klepper,
50, is a former analyst at the
Instnute for Child Health Policy
in Gainesville who runs a small healtheare
consulting business in Jacksonville. He
now makes the rounds of healthcare con-
ferences and forums nationally, promaot-
ing a reform organization he helped
found, predicated on the notion that the
sky may be falling on the nation's em-
ployer-based healtheare system.

Klepper tells how he was out sailing one
afternoon in 1999 when a simple caleuia-
tion struck him like a blast of stale air. He
realized that if only one in nine people in-
sured through their employers loses
health coverage, then the number of unin-
sured people will grow by half. In Flori-
da, that would mean the 2.5 million or so

36

Floridians who are uninsored would be-
come more than 4 million. Nadonally, the
number of uninsured would rise to near-
ly 60 million — with potentially cata-
strophic implications for the whole health
insurance system.

What he feared, Klepper says, may now
be occurring — courtesy of the return of
a viclous spiral in health costs that is mak-
ing healtheare insurance increasingly un-
affordable for many businesses, particu-
farly small businesses. “I'm arguing that
we already have more uninsured than we
think we have and that the number of
uninsured s about to be much, much larg-
er than we ever imagined. We are not set
ug to deal with ic.” ‘

Some question Klepper’s credentials as
guru — and his aggressive networking ef-
forts in trying to build a financial base for

June
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his reform effort. But few quarrel with
the fact that costs are indeed spiraling
again., And enough companies think
Klepper’s doomsday scenario is credible
enough that they’ve been willing to lend
some inidal corporate encouragement to
his group.

After a period beginning in the mid-
1990s that saw health insurance costs
keep a relatively even keel, employers
were jolted by health insurance premi-
um increases of 15% and more at the end
of 2001. Small employers have been hit
the worst, clobbered with increases of
20% to 50%. Industry analysts say em-
ployers should expect another round of
similar price jumps in 2003, and the an-
alysts expect double-digit increases to be
the'norm for the next several years.

Big employers have been able to cope

June 2002

with the increases by using their clout to
bargain, altering their health plans or
shopping for new providers. Many small
employers, however, with less leverage
in the market, are scrambling. And Flori-
da is a state of small businesses — fully
two-thirds of the state’s 600,000 busi-
nesses have five or fewer employees.

(The availability of health insurance
for workers at small firms — the job-cre-
ating engines that make up the state’s
most dynamic business sector — was al-
ready limited. Among uninsured work-
ers in Florida, nearly two-thirds are em-
ploved by companies that simply don’t
offer health insurance, according to a
state study in 2000.)

In the wake of the premium increases,
many companies that offer health insur-
ance to their employees have increased

37
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Florida's Uninsured
How many: Approximately 2.5 million ‘
Who are they: The indigent, who are

ks

covered through Medicaid, are not %
counted in the ranks of uninsured, who E:
mest often could be classified as work-
ing poor: About four in five uninsured
are workers or dependents of warkers
typicaily in low-wage service sector "
jobs at small companies. Some are g
between jobs; most aren't offered .

insurance at work; others can't afford it
or choose not to buy it.

o

What do they do when they get sick?
Mostly, they put off going to the doctar J
— and then go to the emergency room. b
Uninsured people don't use the emer-
gency room any more often than in-

sured people, but many use the ER as

their usual source of basic care -~— at

much higher cost to the system. And

by not getting the basic care that would

be more available if they had insue-

ance, the uninsured tend to get sicker

and die sooner: An uninsured woman 3
with breast cancer has a 50% higher

risk of death than the privately insured. mmg

Fltorida

Trend

deductibles and co-pays or cut benefits.
For others, “the premium increases were
so large and so unexpected that for the
first time, employers offloaded” a big
chunk of the increased cost of insurance
to their employees, Klepper says.

Many smali firms are simply dropping
coverage. A survey by the Florida Cham-
ber Federation indicated that in the past
two years the percentage of Florida com-
panies offering health coverage has de-
clined by nearly 15%. The same survey
indicated that 42% of Florida business
owners that still offer coverage will con-
sider dropping it if insurers hit them with
another big increase in premiums.

At Alice Martin Inc., a 15-employee
clothing manufacrurer in Clearwater, Jeff
Martin says the most bare-bones policy
he can buy now costs at least $300 a
month per employee, with family plans
running $900 to $1,200 2 month per em-
ployee. Martin, who’s had to do without
coverage before, says another round of
increases may put it out of reach. “You
feel like you're losing employees every
day when you can’t offer certain bene-
fits,” he says. His firm competes against
foreign companies with lower wages and
no benefits and simply doesn’t have the
kind of margins that allow it to pay hun-
dreds of thousands in health premiums,
Martin says.

eze
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As more workers lose
coverage through their
employers, will growing
ranks of uninsured
swamp already
overburdened hospital
etnergency rooms?

Descent into chaos?

For society, the issue of the uninsured
involves the human needs of individuals
who need care for themselves and their
dependents: Researchers have found for
years that the uninsured get sicker and
die earlier than those with insurance. Be-
yond the moral issue of providing care for
the nation’ citizens, health insurance has
become the No. 1 benefit in attracting
and retaining workers. And researchers
are beginning to find a real financial re-
rurn on healtheare for emplayers whose
workers are covered. “Businesses should
look at healthcare spending as an invest-
ment rather than a cost of doing busi-
ness,” says Paul Fronstin, a senior re-
search associate with the Employee Ben-
efit Research Institute in Washington.

Uldmately, Klepper believes the unin-
sured are players in 4 scenario in which
uncontrolled healtheare costs could de-
stroy the employer-sponsored health in-
surance system that has served the coun-
try well for 50 years. Businesses see the
systerm as a “house on fire,” Klepper told
the andience at a forum sponsored by
Blue Cross Blue Shield of Florida in
April. “It’s an unsusrainable economic
model for costs within any business sec-
tor to grow year after year at twice the
rate of general infladon, productvity or
any other measure,” he says.

How do the dominoes fall in Klepper’s
WOrst-case Scenario?

As heaith insurance becomes less af-
fordabie, the number of uninsured will
rise dramatically. Then, Klepper says, the
healthcare safety-net infrastructure —
big public hospitals like Shands in Jack-
sonvitle and Jackson Memorial in Miami-
Dade, and private, not-for-profits like
Tampa General ~— will fray under the fi-

The largestigroup of uninsured in
i Floridais 18-24 (27.1% of ail uninsured).

June 2002
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nancial burden of caring for big numbers
of newly uninsured patients who can’t pay
for treatment at the hospirals’ emergency

roorns and clinics. Some of those hospitals «

could go ourt of business, says Klepper,
maintzining that “every safety-net hospi-
tal is poised for collapse.”

Uldmately, in Klepper’s scenario, over-
burdened public hospitals will begin to kick
more of the uninsured up the ladder to
what he calls the “carriage-trade hospitals”
— facilities that cater to more well-to-do
patients with insurance. Aside from social
friction, “when that happens the cost of
care will have moved high enough that the
middle class begins to lose coverage” —a
crisis that would mobilize the country po-
litically.

As the various competing interests —
doctors, consumners, insurers, drug com-
panies and hospitals — fight it out, pres-
sure would build for a governmenc-run
national healtheare system that Klepper
and others believe would be hugely ineffi-
cient and wouldn’t invest in innovation,

June 2002

Such a system, they say, would be even
more subject than the present one to the
“perverse influences” of the competing in-
terests seeking to structure it to their own
advantage — and would ultimately do
nothing to hold down costs.

Klepper believes the advent of a govern-
ment-run system would produce a boom-
letin “concierge” physicians and hospizals
that would essentially opt out of the system
by-setting up practices to treat wealthier
~patients who could pay out-of-pocket for
their healthcare. “It’s a mistake to think
that by changing the finance mechanism
that you are improving” the factors that are
driving costs, Klepper says. “They are em-
bedded in the way we provide care.”

Trends

"There are reasons to take Klepper with

a dose of moderation. For one, financial
problems at Florida’s big public hospitals
aren’t due exclusively to providing care for
the uninsured. In Jacksonville, Shands has
had 2 plethora of problems thar have
.brought it to the brink of insolvency. Tam-
pa General, meanwhile, is actually in bet-
ter financial shape than it was three years
ago and has operated in the black for the
past two years after converting from pub-
lic to private not-for-profit starus. Jackson
Memorial in Miami-Dade County receives
a half-cent in county sales tax money, which
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Healthecare
spending now

CoOmprises
$1.3¢rilliena
year, more
than 14% of
the country’s
gross domestic

product.

Florida
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COVER STORY: INSURANCE

What's Driving
Healthcare Costs?

= More people are cavered by insurance,
increasing demand for services.

» Benefits have improved.

> An aging population with better bene-
fits consumes more healthcare.

> Cansumers, angry with perceived
problems with HMQs, have shifted away
from HMOQs and managed care toward
higher-cost insurance modals like PPOs
that offer more choice.

> As incomes have risen, so has utiliza-
tion of heaithcare services.

» Consolidation of hospital ownershiphas
cut into the bargaining power of insurers
— and their ability to control costs.

> Technological advances and drug costs
drive costs upward — consumers want
the latest treatments, stimulated some-
times more by drug companises’ marketing
than by solid medical evidence.

= Physictans and other providers don’t
foliow best practice models, teading to
wide variations in cost and quality of
treatment for similar conditions.

» Insurance structures isolate consumers
from the financial consequences of their
lifestyle choices and their demands for
unlimited services.

Florida Trend
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has given it a strong operational base.

In addidon, Klepper’s vision, if true,
would represent an abrupt reversal
of most recent trends in health insur-
ance. The country has essentially been
living with about the same percentage
of uninsured for nearly 20 years. Since
the Iate 1990s, as a marter of fact, both
the percentage and zbsolute numbers
of the uninsured actually had been
declining slightly, courtesy of the
healthy economy.

Why? Comperition for workers
forced many smaller firms to add health
insurance to attract and retain employ-
ees: Nationally, the number of thase
who were insured through their em-
ployers began growing in 1997, and the
percentage of small employers offering
coverage began increasing in 1998,
according to the Employee Benefit Re-
search Institute. In addition, more em-
ployees worked for large companies,
which are more lxkelv to offer health
benefits.

In fact, during the late 1990s the per-
centage of their health premiums that
workers had to pay actually had been
going down — employers ate a bigger
porton of the premium increases, ac-
cording to the EBRL And insurance
began covering 2 broader spectrum of
healtheare expenses, from prescription
drugs to so-called “complementary and
alternative medicine” —- acupuncture,
chiropractors, etc.

Some believe the cuts in benefitsand -

coverage by some employers is a short-
term trend that will re-
verse as the economy
picks up steam again,
Competition for workers,
they reason, will continue
to force employers to of-
fer coverage, and the
number of uninsured
could begin falling again.

To dispute that view,
Klepper says the most im-
portant factors that held
health costs at bay — a
booming economy and
the effects of manzged
care — have lost their
clout. He cites anecdotal
evidence indicating the

40
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ridians under 65, nearly 17% are uninsured.

cost spiral has already begun 1o bite:
Profit margins have declined marked-
ly at “carriage-trade” hospitals. And at
many public hospitals around the
country, the number of emergency
room visits nationally since December
has jumped — indicatng that numbers
of the newly uninsured are resorting to
the emergency room for care. ’

Indeed, while public hospitals in
Florida don't report a recent huge
surge in emergency room usage, Jack-
sonville Shands, Jackson Memorial and
other facilities report upticks in the use
of the emergency room during the past
year. “We weren’t prepared forit,” says
Bernard Cohen, vice president of man-
aged care at Jacksonville Shands. “We
do have a problem. It's a statewide
problem.”

Mandates

Meanwhite, the availability of small-
group insurance has been shrinking
throughout Florida, where only six
companies now write small-group poli-
cies. Some health insurers, unable to get
the rate increases they say they need ro
profitably offer small-group coverage in
Florida, are flecing the state, says Sam
Miller, spokesman for the Florida In-
surance Council. (Ironically, the insur-
er that provided coverage for the Insur-
ance Council’s five-person staff pulled
out of Florida earlier this year, leaving
it and other small Tallahassee lobbying
outfits scrambling for new coverage.)

The cost spiral has also eroded the
availability of “stop-loss”
coverage that in the past
has enabled some compa-
nies to self-insure. And
Florida rules that limit
co-pays to $15 also add o
costs: According to Mark
Wilson, senior vice pres-
ident of the Florida
Chamber of Commerce,
lerting insurers offer poli-
cies with 2 $30 to §50 ¢o-

er deductibles could low-
er premiums by 15% to
20%.

A pamcularly sore
point for both insurers
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Kelly LaDuke

and small businesspeople is the high num-
ber of “mandated benefits.’} Since 1993,
the state Legislature has creared 48 re-
quired coverages for insurers that amount
to one of the nation’s most extensive sets
of mandates, second only to Maryland.
The mandates, with some exceptions for
HMOs, include acupuncturists, chiro-
practors, coverage for cleft palate, derma-
tologists, maternity care, podiatrists,
mammograms and HIV protectons. In-
dividually, many of the mandates seem
reasonable; collectively, however, they
limit flexibility and increase the cost
of health insurance by 15% to 20%,
according to a state anaiy_s_ii._i

Some insurers say the mandated bene-
fits prevent them from offering small emn-
ployers a basic package to cover, for
example, 2 limited number of visits to a
primary care physician each year along
with catastrophic coverage in the event of
a major illness or injury. Martn, the cloth-
ing manufacturer in Clearwater, says furi-
ously: “I don™ have a single worker who
wilt get pregnant. Why can't I ope out of
that coverage?”

One hospital, Sarasota Memorial, even
looked into getting an insurance license so
it could begin offering coverage to local
small businesses but was deterred by the
high number of mandated coverages that
would have limited its flexibility.

Last month, the Legislature passed a pi-
fot “health flex plan” during its special ses-
sion. The plan, to be offered in four test
markets around the state, will allow hezlch
insurers to offer uninsured consumers a
stripped-down policy that excludes Flori-
da’s mandated benefits. ™~

Innovation

The system is not without innovation
— most of it involving new policies from
insurers that let employers shift varying
degrees of cost and risk to workers. Blue
Cross Blue Shield will launch its new Blae
Options package of health plans ¢his surm-
mer beginning in Pensacola, offering con-
sumers a wider choice of deductbles and
co-pays. “There will be greater emphasis
on providing informaton and services o
help consumers make choices for them-
selves,” says Craig Thomas, the insurer’s

vice president of product development.
And Humana has launched a new health
insurance plan in the Jacksonville market
-— initially only to large employers, how-
ever -— that aims to cut costs by providing
more choice to employees. The plan,
SmartSuite, lets employees choose from
among four bundles with six plan options.

_Young employees who needed only cover-

age in case of a catastrophic illness could
choose such a plan and keep premiums
down hy paying 2 high deductible.

Florida Insurance Commissioner Tom -

Gallagher has assembled a task force of in-
dustry experts to explore possible reme-
dies, including allowing small businesses
to offer medical savings accounts. Under
current Florida law, individuals can set up
an MSA, but small groups are prohibited
from allowing workers to use pre-tax in-
come to build up an account to pay future
medical bills. “The mission of the task
force is to come up with a standard and ba-
sic policy for small groups,” Gallagher says.
“We're very concerned.”

Gallagher says he’d like to reopen a “last
resort” state risk pool for health insurance
but doesn’t see how it can be funded given
the state’s financial sirzadon.

Meanwhile, Orange County has opened
nine clinics in the past year aimed at pro-
viding care to the uninsured [“Leader-
ship,” page 76]. And a group of large
Florida employers, including Lockheed
Martin, Walt Disney World and Universal
Studios, has decided to give financial re-
wards to doctors who meet certain quali-
ty standards and are highly rated by their
patients. The group, called the Central
Florida Health Care Coalition, has ob-
tained combined “clinical, financial and
patient-sadsfaction data” on individual lo-
cal doctors for the first time.

Well and good, says Klepper, but while
creating more incentives for providers and
choices and levers for consumers may help
in the short run, the ultmate issue remains
cost and whether rising costs will contin-
ue to price health insurance beyond the
reach of more employers.

in Florida, 28.6% of Hispanics are uninsured, compared with

19.6% of African-Americans and 13.2% of white, non-Hispanics.
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INNOVATION

Qrange County and 16 partners, including
area hospitals and non-profits, have opened
nine neighborhood-based clinics in the past
year to provide care to the uninsured.

In the wake of his sailboat brainstorm,
Kiepper and several associates in Jack-
sonville started a reform effort called the
Center for Practical Flealth Care Reform.
The center's advisory board now includes
representatives of Microsofr, Dow-
DuTPont, Tufts Health Plan, Scuthwest

hat

Ftorida Trend

Airlines, General Motors and other insur-
ers, emplovers and healrheare providers.
“hae kind of buv-in from biy national
companies for a lietle etfore thar began in
Jacksonville oughit to tell you something
about how seriously they see this,” Klep-
per says proudis

Klepper has tried o leverage each cor-
porate endorsement to prospective sup-
porwers — in the process, rankling some
early friends of his effors who didn't ap-
preciate his aggressive use ol their names
in trying to build a power and financial
base for his effort.

Klepper’s group has an evolving list of
basic principles for reforming the -
ployer-based health insurance system that
he says will help control costs and can be
supported by all the stakeholders in the
system. Insurers, providers and consumers
will all have to give 2 little if the present
system is to survive, he says.

One of the center’s principles, for exam-
ple, involves so-called “evidence-based
guidelines” that reflect proven best med-
ical practices. In Minnesot, he says, all the
health plaus use the same protocols for

treating the 50 most common medical con-

1
i.
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dirions. Another principle involves ac-
countbilicy — muaking performance daga
available on practitioners, insdtutions and
health plans and holding consumers ac-
countable for some of their own lifestyle
cholces. .

A third invoives finding some combina-
tion of government and private insurance
that provides & basis on which to insure
everybody. The uninsured get care any-
way, Klepper says, with the costs shifted
ultimarely, if raggediy, onto insured pa-
tients. “We have to pay for it. We can’t
manage it If we can’t controd it.”

Ultimately, he says, the selution will
have to be nadonal in scope. Why save the
present system if it has come to such a
state? The system, he says, has been ex-
tremely effective at generating medical
advances and new infrastructure that has
made the U5, the world leader in med-
ical rechnology and treatments.

In addition, “employers want to save it.
It’s in cheir interest to retain control of
health benefits, the single most-prized
benefit for attracting and reraining em-
ployees — and for cultivating productiv-
ity in the workforce.” Q
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Insured Workers

Are Paying More
Of Health Bills

By PETER L.ANDERS

A nationwide survey hag confirmed
vhal-many werkers already know: They
are being asked to pay more of their
health-care bills out 6f their own pockets.

People who get family health insurance
through their employers have to pitch In
$2,084 on average this yvear toward the cost
of that insurance, ug 18% Irom 2001 Employ-
ees who get coverage just for themiselves
are contributing 34564, up 27%.. The figures
come from a survey released yesterday by

_two nonprofit research organizations, the

Kaiser Family Foundation and the Health
Besearch and Educational Trust.

© Employees also are puying more out of
pocket for dector visils and drugs. Em-

_ployees who ask {or an expensive brand-
rame drug when g cheaper generic is.

available are now paying $26 out of their
own pockets on average, up from $21 a

year ago. Alse, the average deductidle

rose 37% t0 5276 in the comman “preferred
provider” plans that encourage employ-
2es to use certain doctors and hospitals.

Whan the ecoromy was hooming in
1959 and 2009, many companies swal
lowed health-care cost increases, fearing
that they would 1ose the war for talent if
they tried to push the bill on employees.
The survey makes clear that'those days
are over. “With health costs rising rap-
idly and no solution on the horizen, work-
ers can expect to pay more and get less

- coverage,” said Drew Altman, president
_of the Kaiser Family Foundation, in &

statement accomnpanying the results.

Companies are stitl hit hard themseives,
paying an average of 85,870 for each em-
plovee with family covevage, up 1%% from
last year, and $2.606 for single coverage, up
14%. Companies have found they have little
contrei over health-cara inflation hecause it

‘s driven largely by new treatments.

Oneé new approach is to make employees
mote responsible for their own. health
through “consumer-driven” plans. These
give erployees cash at the beginning of the
year to use for whatever health purposes

_they see fit and atlow them o keep the loft-

over partion for the noxt year if they stay
healthy. However, the survey found limited
enthusiasm for the idea, with 6% of compa-
niés saying it is very likely they will adopt

such a plan in-the next five years and 17%

saying it is sormewhat likely.
he survey coveraed 3,282 vandomdy se-

“lected public and private employers, Of

these 2,014 responded to the full survey
and 1,248 merely indicated whether or
not they provide health coverage..




.. workers will shoulder higher copay

' pay about $80 a month for their ;

o “a few years ago, have taken off for the
’ st'atosphere Next year, according to’
" estimates by Hewitt Associates, large

.- employers will shell out more th.

e »;$6 300 to prov:de health insurance

" on much of that increase, meaning:

" mients for office visits and drugs. And  in the past year. And Kaiser
. employees of large companies, who
share of premiums, will probably en
up paying more than $96 a month
- next year, says Sperling. .- _
- . Thesituation at smaller compames -
"is even worse. A study released by the
~ KaiSer Famﬂy Foundation last week

o I ST T ..'_....Lf

" nies to give up on health insurance. .
" Unfortunately, there’s n6t much

surance industry for Standard & -
- Poor’s, says that rate i creases have

dars y..... RS NI

54 U, S.NEWS & WORLD REPORT, SEPTEMBER 16, 2002

dropped from 67 peroent 10 61 pementA

searchers worry that' nextyear's mst
. increases will lead even more corpa- N

hope for relief on the horizon. Phillip ‘
Seligman, who follows the health in-"

Af 0

_-allowed health insurers such™. -
. .25 Aetna to finally pull out of ¢ 5
© their unprofitable funk of the.. .
1990s. And they havenoin- .
tention of cutting rates toup-~-
,proﬁtable levelsagain, ~ "7
-+ The other factors behind
the rate increases aren’t - .,f L
‘changing either. The average .-
» 'age of workers continuesto
_rise, which means higher - -

_eosts as older people tend to
“have more health problems. . .-
Also, doctors and hospitals -
are struggling with nursing = -
- and technician shortages that °
are driving wages up much
faster than inflation. Add to
_that the continuing demand -
: for access to costly new drugs
.. and high-tech medical equip-
" ment, and you have a recipe
for double-digit increases.
- The only question remain-
ing, says Kate Suilivan, direc-

~tor of healtheare policy for the 1.8,
Chamber of Commerce, is, “Some-

thing’s got to give, but what is it?*
" She says her members are increasing-

. ly pushing responsibility for costs

and decisions to workers in the hopes

. that a competitive market will start

to temper prices, She thinks premi-
ums will finally settle down when pa-
tients pressure doctors about their

* bills and start asking themselves: “Do
- Ireally need that MRI?" -K.C.

HLUSTRATION BY SEAN KELLY FOR LSMAWR
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33 A study shows fewer employors sre

eubsidizing haatth coverage for fuhure
setirees, incronsing presfure on

fmancially stupped Medicare,

' L;«ﬂm‘c’;{ﬂm - - Rl
. .VQ’ASHINGTON — More then onethird of the
United Staies’ large employerd that offer haaiZh care
to refired workers have redently stopped such

<
ot

benefits for future retirees or expect to de so within.

P the next thres years, a comprehensive survey re
leased Thursday has found, - o
The repurt high‘.ighi:s yet ancther unwelcome

i:onsequence of spirzling health-care costs, which

A
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ot

.
-

are Tising st duuble-dlgit ratel ey

Li‘iﬁe:;g} W averall
infiation is well vader contrel, It ferechadows trog-
bling riprle ofecis and even tougher palicy dogd
slon3 anzad ag clected ofilciaiz confrent growing
rumeers of Americans without heshh Issurance.

And with fower employers subsidizing health
coverage for their retirees, the cost preasure on the
sranped Medicare program will only inctease.

* Therz was e 1y of gosd news in e sarvey,
conducted by the Henry I, Kalser Pamlly Founda:

.Hon and- Hewlz Azscciaies, 2 huspan-resources:
conaulting firm, All but S pevcent of the compsnjes
gurveyed sald they would contipue to subsidize

oldin

. healih ipsursnce for cureat relrees and thew

&pouses.
: 'Flgase sox RETIREES 124
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Tet 83 npercent of them said
they would continue to past on
mors of the coverage ¢osts to re
drees. Owver the past vear alone,
retires contributions increased an
average of 20 percent

Tne study of 425 compaples
that erapley more $ian 1,680 aad
offer heaith benefis for retired
workers was conducied online be-

trzen July 2 and Sopt. 9.

"“Bmployersubsidized health.
cale coverage for ratiress is not
collapsing, but it is eroding,” said
Dpevy Alhman, president of the Kai

ger ’E"a:m}y Foundstien, o inde
penuent heslth-cere phianthropy

in Mienle Purk, Calif. _

" Fit's a balascing acd” said
Rendy Jobnsea, hezd of human
rezources sirategic initiatives for
Motorola Inc. “If we're golng to be
atle to provide iobs to future retir-
ess” in an eavironment of rigihg

costs and global competition, -

“wa're going to have to mansge
cosis now.” .
For current retirees, that is
likely to mean reduced benefits
and higher insurance premiums,
deductibles and co-payments, But
for older workers - the very age
oup that has the hardest time
wylng individual policies —'it
may mezn no emploverprovided
coverage at al,
Twenty-two percent of eraploy-
ers surveyed -— more than ope in
five — said they were very litely

- ‘or somewhat likely 1o tzrminate

health bepefits for future retress
within the next three vears, An
addijonal 13 percent sajd they
had stopped ofering health bene-
fits to future retirees over the past
twWo years.

“This is a trend we have been
watching for some time,” Kate Sub-
Hvan, direstor of health policy for
the .8, Chamber of Commerce,
said in an interview. "It means we
have to look beyond employer
groups 1o help pezople pay for

- hieelth coverage.”

Given the extremely high cost
of heaith insurance for kdividuals
at ot neer retivement age, Sullivan
said, retirecs deserve a tax code
“that gives them the same kind of
tax benefits they had whea they
were worklng.” _

Current fiscal poiicy epcour
ages employery, in the form of a
tax deduction, to provide heallh
benefits to their emnployees, while

tax break, Ther doncthave to pz
income taxes on the value of the
berefts. !
Some combinaiion of tax &
ductions and tefree medic
savings accougis or IRA withdrnh
als should be oflerad to retirees a
well, Sullivan said, 2t least unt
they quallly for Medicars, i
The retiree health bencfits
fered by emplovecs wre significan)
in Beth coversze and cost i
The typical packsge include
continwing coverage for survivim
gpouses of deceasaed workers; &
anoual Uit of outofpocket éﬁ-
nses of $1,500 per retiree &
83,000 for 8 retires and srouse:
and generous — ysually uplimiteg
- preseription drug coverage, 2
The benefits give retirees wiio
gre vounger than 65 sustained cd-
erage that is far less expensive
than an individual policy. For retir-
ees 65 or older, the benefits pro-
vide valuable supplements — pob
marly in the form of drug cever-
age — t¢ traditisnal Medicare. o
The benefitz provided by the
survaved companies, which covir
S4-million retirees and their -
Iy members, cost $12.55illon in
2001, the employers reported. By-
trpated costs for this vear am
$14.5-billion, a 18 percont ia-
creagse, -
On average, employers paid €)
percent of the cosis.

' d
Fower doctoms provids .,
sherity care, shdy says

WASHINGTON — The share
of physizizns providing charit
care afd tresting Medicaid pa-
tients declined by as much asub
perceat betwean 1847 and Jast
year, accarding to a study released
Thursday. u

Just 71 percent of doctors said
they provided any charity caredn
2001, compared with 76 percentin
1597. At the same time, the ner
centape of physicians who trset
any Medicaid pavents fell from 57
percent to 85 percent, according
tn the Center for Studying Healih
System Change, a noapartisan ool
icy reszarch organization. b

Physicians algo limaited the
number of new uninsured and
Medicaid patients accepted into
their practices more than they did
other patients with more lucratiye
insurance coverage.

1
The survey tracked changes o

12 health-care markets.
— lefornution from Scripps Howard News
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